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URUGUAY: KEY ECONOMIC INDICATORS 
(in millions of dollars unless noted) 


1987 1988 
1985 1986 Estimated Projections 


Domestic Economy 
Population (millions) 2.9 2.9 249 3.0 


Population growth (%) 0.5 0.5 6.5 6.5 
GDP in current dollars 6,217 6,857 Tya@21 
GNP in current dollars 6,011 6,580 6,930 
Per capita GDP, current doliars Sethi Eeoae 
GDP in local currency (1978=100) 

% change 6.3 


Production and Employment 


Labor force 

Unemployment (avg. % for year) 
Industrial production (local 
currency base 1978=100) % change 
Govt. oper. surplus or deficit 
as % of GDP 


Balance of Payments 
Exports (FOB) ‘ . 1,140 


Imports (FOB) : ; 910 
Trade balance i . 230 
Current account balance . ‘i - 80 
Foreign direct investment 
Foreign debt (year end) ; " 3,970 
Debt service paid i ‘ 385 
Debt service owed - 
Debt service ratio as % 
of merchandise exports cs 
Foreign exchange reserves (year end) 820 
Average exchange rate for year 
(N$ = US$ 1.00) 228.00 


U.S. - Uruguay Trade 
U.S. exports to Uruguay (C.I.F.) a2 ‘ 90. 
U.S. imports from Uruguay (F.O.B.) . 156. 
Trade balance ~ Fes + ~ 
U.S. share of Uruguayan exports($%) 14, ‘ 13 
U.S. share of Uruguayan imports($%) 3 8. a. 

U.S. bilateral aid 
Economic 0. MM. ia 
Military - ~ = 
Principal U.S. exports (1986): fertilizers, chemicals, machinery and 


equipment, plastic and rubber products, 
precision instruments 


Principal U.S. imports (1986): textile clothing and fabric, leather 


manufactures and wearing apparel, frozen 
fish, wool and hides. 


Sources: Central Bank of Uruguay, Uruguayan Bureau of Statistics and Census 





1. SUMMARY 


In March 1985, after 12 years of military rule, Uruguay resumed its 
traditional status as a multi-party democracy. In 1986, the 
Uruguayan economy achieved 6.3 percent real GDP growth, the highest 
level recorded since 1980. Uruguayan economic planners expect 
continued but slower growth in 1987 of about 4 percent. 


Gross fixed investment in 1986 increased 8.2 percent in real terms. 
In 1987-89, the government plans to invest $1 billion in public 
sector projects, thus raising government revenue as a percentage of 
GDP from 2.9 percent in 1986 to 5.0 percent in 1987 and 1988. 
Uruguayan economic planners also anticipate increases in private 
investment in industrial modernization which is essential for 


continued growth, since idle capacity was completely utilized in 
1986. 


In 1986, the merchandise trade and tourism surplus financed the 
deficit in the services account caused by interest payments on the 
external debt. For the first year since 1973, Uruguay achieved a 
positive current account balance amounting to $91.2 million. The 
capital account also reflected a surplus of $168.1 million, and net 
foreign reserves increased $256.4 million to $820 million by the end 
of 1986 and $822.6 million by the end of May 1987. 


After Brazil, the United States is Uruguay's second ranking trading 
partner, followed by Argentina and the Federal Republic of Germany. 
In 1986, the United States accounted for an 11.9 percent share of 


Uruguay's exports and a 8.4 percent share of the country's imports. 
For 1987, Uruguay expects a 15-20 percent rise in imports, and U.S. 
exporters have an excellent opportunity to increase their share of 
this small market. U.S. executives traveling to nearby Argentina, 
Brazil, or Chile are encouraged to visit Montevideo to explore 
business prospects with the help of the American Embassy's 
Economic-Commercial Section. 


2. POLITICAL SETTING 


Uruguay ended 12 years of military rule on March l, 1985. It 
resumed its traditional status as a multi-party democracy with a 
freely elected executive branch, an independent bi-cameral 
legislature, and an autonomous judicial branch. The Congress, in 
which President Julio Maria Sanguinetti's Colorado Party holds a 
plurality, has resumed its former role in the nation's political 
life. The judicial branch has regained its independence, and there 
is an ongoing political debate over the need for reforms in the 
political, judicial and labor-management systems. Non governmental 
institutions--such as political parties (including those of the 
extreme left), the press, labor unions and private interest 
groups--operate freely and without restriction by the government, 
and the Constitution of 1967, which again in 1985 became the ruling 
law of the land, is universally respected and applied. 
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3. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: After declining by 16 percent in 1982-84, 
Uruguay's real GDP stabilized and began to grow in the second half 
of 1985. Falling international petroleum prices and declining 
international interest rates assisted the country's economic growth 
throughout 1986. By year's end, the Uruguayan economy had achieved 
6.3 percent real growth, the highest level recorded since 1980. 
Uruguayan economic planners expect continued but slower growth in 
1987 of about 4 percent. Table 1 shows the GDP index by sector, and 
table 2 illustrates how the different sectors of the economy 
performed in 1986. 


Table 1 - GDP Index by Economic Sector (Base 1978 = 100) 


Sector 1982 1983 1984 1985 1986 


Agriculture $33.7 ‘“ 105.6 130.4 1i4u2 
Fishing ‘ 180.2 187.4 183.7 
Manufacturing 4 J 83.2 81.9 91.8 
Construction . ‘ 68.9 49.5 48.8 
Commerce ‘ ‘ 32.3 Ses Sauk 
Transp. & Comm. é ‘ 100.1 99.2 108.9 
Other services ‘ . 131.3 ‘ 116.3 


Total ; 96.4 é 102.4 


Source: Central Bank of Uruguay 
Table 2 - Sectoral Contributions to 1986 GDP 


Performance: Percentage 
Sector Percentage of GDP Variation 1986/1985 


Agriculture 20k 
Fishing 0.6 
Manufacturing 21.7 
Construction 2.4 
Commerce 14.9 
Transport & Communications 
Other services 42. 
Total 00. 


Source: Central Bank of Uruguay 


Economic Performance in 1987: The Uruguayan Government has not yet 


released official macroeconomic statistics for the first quarter of 
1987 (as of mid 1987). However, initial preliminary data indicate 
that following a slight decline in economic activity in the first 
quarter of this year--mainly due to a fall-off in exports to 
Brazil--the pace of output quickened in April and May, making more 
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credible the attainment of the four percent GDP real growth target 
announced by Uruguayan economic planners earlier this year. The 
preliminary data are outlined below. 


Uruguayan exports in the first 5 months of 1987 were 4.3 percent 
higher than those recorded in the same period in 1986. Imports for 
the first 5 months of 1987 increased by 45.9 percent over the 1986 
level, reflecting a trend toward increased industrial investment. 


Energy consumption in the first 4 months of 1987 was higher than 
that registered during 1984-86. Consumption of electricity and of 
petroleum products increased by 7.8 percent and 3.7 percent 
respectively over the levels registered through April 1986. 


Cement production for both domestic and foreign markets continued 
its upward trend, confirming the recovery of the construction sector. 


Domestic consumption of winter clothing (southern hemisphere) is 
greater than it has been in recent years, reflecting the increase in 
local purchasing power. 


According to data released by the Bureau of Statistics and Census, 
the physical volume of the manufacturing sector increased by 18.3 
percent in the first quarter of 1987, compared with the same period 
in 1986. Employment in the sector rose by 7.49 percent, and the 
average number of hours worked per employee increased by 13.89 
percent. These increases over the first quarter of 1986 indicate 
that the high level of activity achieved during the fourth quarter 
of 1986 continued during the first quarter of 1987. This is 
auspicious for the sector which traditionally shows a low index of 
activity during the first quarter of each year because it is the 
time when most Uruguayans take their summer vacation. 


4. SECTORAL DEVELOPMENTS 


Agriculture, Livestock, and Fishing: This sector, which represents 
12.7 percent of GDP, grew 3.4 percent in 1986. In the fourth 
quarter of 1986, agriculture and livestock enjoyed robust growth of 
11.8 percent, compared with the third quarter. However, the 
situation worsened in the first quarter of 1987, with declines in 
livestock and grain production, as well as in exports. The wool sub 
sector continues to maintain favorable prospects for 1987. In the 
fishing sub sector, the 1986 fish catch decreased by 2 percent, but 
exports increased 11.3 percent in volume and 22.9 percent in value, 
rising from $53 million to $65 million. Despite financial problems 
and labor strikes, the fishing industry has steadily grown over the 
last 10 years, increasing its exports from 11,000 m.t. in 1970 to 
75,000 m.t. in 1986. The dairy sub sector is experiencing 
difficulties, due to unexpected lack of compliance by Brazil in 
regard to imports of dairy products. If Brazil were to decide to 
cancel its contracts to buy Uruguayan dairy products, Uruguay would 
be left with a surplus of cheese and other dairy products worth an 
estimated $17 million. These products are currently warehoused in 
Uruguay and waiting to be exported. 
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Manufacturing: The manufacturing sector, which represents 21.7 
percent of Uruguay's total output, grew 12.1 percent in 1986, 
Surpassing the performance of all other economic sectors. The sub 
sectors which accounted for almost 90 percent of this growth were 
textiles and clothing (4.74 percent), automobile assembly (3.93 
percent), and tire manufacturing (2.02 percent). In 1986, working 
hours increased 5.58 percent and employment, 4.48 percent. Non 
seasonally adjusted figures for the first quarter of 1987 reveal 
that manufacturing sector activity is continuing at the same high 
level as that achieved in the fourth quarter of 1986. 


Construction: From 1982 to 1985, construction activity was in 
decline. Sectoral activity reached its lowest point in early 1986 
before beginning a steadily upward trend. The continuing 
recuperation of the sector is evidenced by the rise in cement 
production and the claims of construction firms that there is a 
shortage of qualified laborers and building materials. Moreover, 
reports from the government's Bureau of Statistics and Census 
indicate that 1986 manufacturing of bricks, tiles, and plumbing and 
Sanitary fixtures increased 59.5 percent, glass, 26.5 percent, and 
cement products 37.8 percent over the levels produced in 1985. 


Srowth of the construction sector is expected to continue throughout 
1987. 


5. LABOR CONDITIONS 


Wages for private sector employees other than rural workers and 
domestics are negotiated at 4 month intervals through a system of 
tri-partite Salary Councils. (However, in both 1986 and 1987, the 
planned February round of Salary Council deliberations was replaced 
by a government decreed across-the-board wage increase.) The 
government retains considerable influence over these negotiations by 
establishing the maximum price that may be passed through to any 
product or service as a result of the negotiations. Since early 
1986, these figures have reflected the government's decision to 
concentrate on job creation and inflation control while slightly 
raising salaries in real terms. 


While union rhetoric continues to emphasize "class struggle" themes, 
union leaders, responding to members' wishes, have increasingly 
addressed bread-and-butter issues. Twelve to sixteen-month 
contracts now cover at least one-third of the employees who fall 
under the Salary Councils, and private sector strikes diminished 
considerably during the first 5 months of 1987. At mid-year, with a 
new round of Salary Council negotiations underway, strikes and work 
stoppages again increased in number. 


6. INVESTMENT 


sross fixed investment in 1986 increased 8.2 percent in real terms. 
Public sector investment grew 14.5 percent while private sector 
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investment grew 4.6 percent. Investment by the public and private 
sectors in machinery and equipment rose 33.1 percent, and 
agricultural investment climbed 16.2 percent, but these increases 


were insufficient to make up for obsolescence and depreciation of 
equipment. 


The Uruguayan Government encourages foreign investment and strives 
to promote it through the Foreign Investment Act of 1974 and the 
Industrial Promotion Act of 1974. Presently, the government is 
attempting to spur investment through the implementation of tariff 
exemptions for capital goods imports, authorizations for accelerated 
depreciation, financing of exports, regulation of leasing, and other 
measures intended to generate greater operating margins for 
potential investors. 


During 1987-89, the government plans to invest $1 billion in public 
sector projects, thus raising government investment as a percentage 
of GDP from 2.9 percent in 1986 to 5.0 percent in 1987 and 1988. 
Uruguayan economic planners are also expecting significant increases 
in private sector investment in industrial equipment modernization 
that will be essential for continued production growth, since the 
idle production capacity upon which 1986 GDP growth was based has 
been completely utilized. In 1986, private sector investment in 
machinery and equipment increased 22.2 percent in real terms over 
the total achieved in 1985, but it remains 60.5 percent below total 
investment in machinery and equipment recorded in 1981. 


7. BALANCE OF PAYMENTS 


Current Account: In 1986, the merchandise trade and tourism surplus 
financed the deficit in the services account caused by interest 
payments on the external debt. For the first year since 1973, 
Uruguay achieved a positive current account balance which amounted 
to $91.2 million. This occurred because of a $296.8 million foreign 
trade surplus, an $84.0 million travel account surplus, and a $289.6 
million deficit in net interest and other services. 


Capital Account: The capital account, including errors and 
omissions, also reflected a surplus of $168.1 million, comprised of 
a $169.1 million capital inflow for the public sector, a $172.7 
million outflow from the private sector, and a $171.7 million inflow 
in errors and omissions, which is considered a proxy for returned 
flight capital. 


Net Foreign Reserves: The surpluses in both the current and capital 
accounts, net of gold valuation loss of $2.9 million, explain the 
increase of $256.4 million in net foreign reserves of the Central 
Bank in 1986, which amounted to $820.4 million on December 31, 


1986. As of May 1987, the latter reserves had increased to $822.6 
million. 
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Expectations in 1987: Because of slowing economic conditions in some of 
Uruguay's foreign markets, including Brazil, Uruguay's trade and current 
account balances are expected to decline in 1987. However, the Uruguayan 
Government is exerting considerable effort to diversify and expand exports 
and to attract foreign investment. 


Table 3 - Balance of Payments 
(in millions of U<S. dollars) 


Current Account 
1. Merchandise trade 
Exports (F.O.B.) 
Imports (F.O.B.) 
Net non-financial services 
Travel 
Other 
3. Net financial services 


Capital Account 
Public sector 


a 
2. Private sector 
3. Errors and omissions 


Adjustment of Gold Valuation 


Net International Reserves of Central Bank 


(+loss/-gains) 64.8 


Source: Central Bank of Uruguay 


Merchandise Trade: In 1986, Uruguay's exports increased 27.4 
percent while imports rose 18.5 percent above 1985 levels. The 1986 
trade surplus of $249 million (excludes insurance and freight) was 
71 percent higher than that recorded in 1985. Excluding crude oil 
imports of $140.3 million in 1986, the country's imports rose 44.2 
percent over the 1985 total. Imports of capital goods and raw 
materials advanced sharply in 1986, presaging continuing investment 
that should consolidate the growth in Uruguayan output achieved in 
1986. 


The categories of Uruguayan exports that fared best in 1986 were: 
textile and clothing products (up 21 percent to $316 million), beef 
(up 44 percent to $150 million), leather and leather products (up 30 
percent to $149 million), rice (down 3.7 percent to $78 million), 
fisheries (up 23 percent to $65 million), and mutton and lamb (up 
230 percent to $23 million). 
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Leading import categories and their percentage increases over the 
1985 total were: machinery and electrical equipment (up 51 percent 
to $147 million), transportation equipment (up 88 percent to $62 
million), precision instruments (up 96 percent to $23 million), 
metals (up 31 percent to $44 million), and various raw materials (up 
35 percent). 


According to Uruguayan Government trade statistics for the year 
1986, the country's principal trading partners in rank order are 
Brazil, the United States, Argentina, and the Federal Republic of 
Germany. These four countries accounted for 43 percent of Uruguay's 
total trade in 1984, 46 percent in 1985 and 56 percent in 1986. 
Uruguay's leading export markets in 1986 were: Brazil ($295.7 
million), United States ($129.5 million), West Germany ($97.8 
million), and Argentina ($88.7 million). The leading sources of 
Uruguayan imports in 1986 were: Brazil ($205.2 million), Argentina 
($118.0 million), United States ($70.5 million), and West Germany 
($65.2 million). The United States accounted for a 11.9 percent 
Share of Uruguay's exports in 1986 and a 8.4 percent share of the 
country's imports. 


During the first 4 months of 1987, as compared with the same period 
of 1986, Uruguay's trade with the United States increased 35.7 
percent to $59.6 million; with Argentina, 8.1 percent to $72.0 
million; and with West Germany, 17.0 percent to $50 million, 
Uruguay's trade with Brazil decreased 6.3 percent to $131.4 million 
due to Brazil's economic problems early in 1987, which resulted in a 
35 percent reduction in imports from Uruguay (to $49.8 millior). 


The Uruguayan Government has targeted a 5 percent increase in 
exports and a 15-20 percent rise in imports (both in real terms) in 
1987. Preliminary statistics for the 5 months ending May 1987 show 
that exports totaled $399 million or 4.3 percent more than the total 
recorded for the same period in 1986, while imports increased 
sharply to $379 million, exceeding the figure for the same period in 
1986 by 46 percent. The resulting trade balance remains a positive 
$20 million, but this is only one-sixth of the trade balance 
achieved by the end of May 1986. The performance of Uruguay's 
export sector was adversely affected by the deteriorating economic 
condition of neighboring Brazil during the first quarter of 1987. 
However, Uruguay's trade with Brazil increased in the second quarter 
of 1987, and exports to the Federal Republic of Germany, selected 
other European countries, Argentina and the United States have 
increased over the totals achieved in the same period of 1986. 


Table 4 Principal Trading Partners of Uruguay 
(in millions of U.S.dollars) 


1985 1986 

Brazil 
Exports 143.4 295.7 
Imports . 125.8 205.2 


Total 269.2 500.9 





United States 
Exports 
Imports 

Total 


Argentina 
Exports 
Imports 

Total 


West Germany 
Exports 
Imports 

Total 


In April 1987, President Sanguinetti, several top Uruguayan 
officials, bankers, and other business executives hosted a 
26-member official Japanese trade and investment mission (invited 
by President Sanguinetti during the September 1986 GATT 
Ministerial Meeting in Punta del Este). In mid-May, the Uruguayan 
Ministry of Economy and Finance cosponsored with UNCTAD's 
Socialist Countries Trade Division a seminar on trading with 
European Socialist countries. In late May, Presidents 
Sanguinetti, Alfonson and Sarney met in Montevideo to give 
impetus, inter alia, to economic integration. In June, President 
Sanguinetti, together with the Foreign Minister and Minister of 
Economy and Finance, traveled to the Federal Republic of Germany, 
France, and Spain to promote increased trade and investment 
relations. 


Table 5 Uruguay's Merchandise Trade 
(in millions of U.S.dollars) 


1985 % Variation 


Exports F.O.B. 
Beef 104 
Wool 69 
Rice 81 
Fish 53 
Hides and leather 61 
Leather manufactures 27 
Leather apparel a5 
Textile products 193 
Other 
Total 


44.2 
26.1 
3.7 
22.6 
27.9 
33.3 
32.0 
18.7 
gael 
27.4 


+[4+ ++ + 4+ 4+ 54+ 4+ 


Imports C.I.F. 
Consumer goods 29.5 
Capital goods 49.2 
Intermediate goods 61.1 
Crude oil and distillates 29.5 
Total 18.5 
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Tourism: The performance of this sector is reflected in the net 
nonfinancial services line of the balance of payments. The 1986 
figures show a $22.6 million increase in tourist spending in Uruguay 
over 1985 spending, as well as an $11 million net increase in 
tourism earnings due largely to a good summer season. Results in 
1987, however, are not expected to be so favorable because of lower 
tourist earnings in January and February 1987, the months which are 
usually the most active tourism months in Uruguay. The recent 
creation of a Ministry of Tourism is expected to help organize and 
focus the efforts of the tourism industry, but the results will 
probably not be observable in the near term. Considerable new 
investment is needed to upgrade the country's tourism infrastructure. 


Debt Service: The interest paid on external debt was reduced 
substantially in 1986 because of debt rescheduling and the decrease 
in international interest rates. Interest paid in 1986 amounted to 
$371 million, which was 13.4 percent less than the amount paid in 
1985. However, higher international interest rates in 1987, 
combined with an anticipated decline in Uruguay's balance-of-trade 
surplus, will make it more difficult for the government to service 
the debt this year. For every 1 percent increase in international 
interest rates, Uruguay has to pay an estimated additional $35-$40 
million in interest on its external debt. At mid-1987, Uruguayan 
officials were publicly stating their intention to seek a 
refinancing of the country's external debt in order to ease the debt 
service burden. 


8. MONETARY POLICY 


During 1986 monetary growth was too high to be consistent with the 
government's inflation target of 50 percent for the year. However, 
beginning in October 1986, the monetary growth generally declined 
which has also been true of the inflation rate. The inflation 
target for 1987 is 50 percent, the same as it was in 1986. 


During the 5 months ended May 1987, monetary exceeded the Central 
Bank's 50 percent inflation target. 


9. BUDGET 


The budget deficit of the central government, as measured by the 
fiscal performance of the Uruguayan Treasury on a cash basis, 
reflected an improvement in 1986 both in the decreasing amount of 
the deficit and in the method of financing it. In 1986 pesos, the 
1986 central government financial deficit amounted to 11.3 billion 
pesos (approximately $74.5 million), down from 25.8 billion pesos in 
1985. This improvement was accomplished through a rise in revenue 
of 10.6 percent in real terms to 149.9 billion pesos ($986 million), 
while the government strove to hold the line on expenditures at 
161.2 billion pesos ($995 million). As a percentage of GDP, the 
central government deficit was reduced from 2.8 percent in 1985 to 
1.2 percent in 1986. 





10. UNEMPLOYMENT 


According to statistics published by the Uruguayan Bureau of 
Statistics and Census, unemployment in the Montevideo metropolitan 
area, where close to one-half of all Uruguayans reside, averaged 
10.7 percent in 1986, continuing the downward trend in joblessness 
which began in the second quarter of 1983. In the 5 months ended 
May 1987, the average unemployment rate has dipped below 10 percent 
(9.27 percent in May). The Uruguayan Government target for 
unemployment is 7-8 percent, which is the rate that has prevailed 
historically, even in the best of economic times. 


11. EXCHANGE RATE AND INFLATION 


The Uruguayan Government is publicly committed to a floating 
exchange rate and is prepared to intervene to smooth fluctuations in 
foreign exchange inflows and outflows. Because of its dominant 
position in financing international trade and in obtaining the 
foreign exchange required for public enterprise operations, the 
state-owned Bank of the Republic (BOR) is the major actor in 
Uruguay's small foreign exchange market. 


As shown in the following table, after a period of slow depreciation 
as compared with domestic inflation, the trend of peso devaluation 


in 1987 is keeping pace with internal inflation as planned by the 
Uruguayan Government: 


Jan-June 
__1987_ 


Percentage inflation ‘ J aout 
December average US$1 = New Pesos 213.6 (*) 
Percentage increase in US$ value 19.7 


(*) May 1987 average 


According to Uruguayan Government officials, the exchange rate will 
continue to vary in a free and realistic way, because the regular 
buying and selling transactions of the BOR reflect the true 
operating requirements of the Uruguayan Government. 


12. IMPLICATIONS FOR THE UNITED STATES 


The Uruguayan Government continues to maintain its liberal import 
regime and unrestricted foreign exchange market. American products 
enjoy an excellent reputation in the local market for high quality 
and dependability, and the business climate is ideal for increased 
U.S. export sales, provided that price, delivery and after sales 
service are competitive. 
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Continued economic growth in Uruguay presents U.S. business with an 
opportunity to expand trade and investment ties with this small 
market. With the decline in the U.S. dollar vis-a-vis other major 
currencies, U.S. exports are now in an improved competitive 
position, and the Embassy recommends that American business 
executives traveling to nearby Argentina, Brazil or Chile make a 
special effort to visit Uruguay to explore market prospects. The 
Economic-Commercial Section of the American Embassy in Montevideo is 
prepared to assist business executives to make appropriate contacts. 


The U.S. share of Uruguay's import market has remained relatively 
stable. Total imports in 1986 were $791 million (f.0.b.), while 
U.S. exports were $70.5 million, comprising 8.4 percent of the 
import market. Uruguay's principal economic resources are a 
favorable ratio of arable land to population, a beneficial climate, 
substantial hydroelectric potential, fishing, extensive beaches and 
a well-educated work force. Industry is largely based on the 
agricultural sector. Uruguay imports all of its petroleum 
requirements, with petroleum imports usually accounting for 
one-fifth to one-third of the total value of imports. U.S. sales 
opportunities in the areas of chemicals, medical and textile 
equipment, as well as in office machinery have remained strong. 
Best export prospects will continue to be fertilizers, office 
equipment, hospital and laboratory instruments, food processing and 
packaging equipment, synthetic and acrylic compounds, and 
agricultural machinery. 


Even though the United States cannot be expected to become the 
dominant supplier to Uruguay, there is reason to believe that U.S. 
exports to this market will grow. American participation in the 
sale of raw materials and capital goods could improve provided (1) 
special attention is given to pricing in the face of strong 
competition from Argentina, Brazil, the EC and Japan; (2) 
manufacturers use export management firms and trading companies 
capable of handling the export documentation and selling small 
quantities in a small market; and (3) providing attractive 
financing, including Export-Import Bank support, is especially 
important for countering subsidized transactions of capital goods 


for major projects which could otherwise be won by other foreign 
suppliers. 


Major Projects: Uruguay continues to receive loans from the World 
Bank, Inter-American Development Bank and other institutions for 
major projects and programs. An outline of some of the more 
important projects currently under way or planned appears below. 
Additional information concerning them may be obtained from the 
Department of Commerce's Uruguay Desk at (202) #377-1495. 
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Rehabilitation of Government Hydroplant in Paso de los Toros: The 
government electric power agency, Administracion Nacional de Usinas 
y Transmisiones Eléctricas (UTE), has received a World Bank loan of 
$45.2 million for this rehabilitation and to assist UTE in 
refinancing its foreign debt. Total project cost is $138 million, 
of which $98 million is in foreign currency. 


Modernization of ANCAP Petroleum Refinery: The World Bank is 
lending to Administracion Nacional de Combustibles, Alcohol y 
Portland (ANCAP) $24 million to modernize the refinery, improve its 
capacity to refine various grades of crude oil, and to reduce its 
operational costs. Total project cost is $30 million, with $6 
million to be supplied by the Uruguayan Government. 


Water and Sewerage System Expansion: Obras Sanitarias del Estado 
(OSE) will be receiving a $15 million loan for rehabilitation and 
expansion of water and sewerage systems in Montevideo and interior 
cities. The loan will also be used to help finance technical 
assistance for agency financial planning and operation, maintenance 
improvement, and for the preparation of investment studies. Total 
project cost is $23 million. OSE is also negotiating with the 
Inter-American Development Bank for a loan of $29 million to improve 
Montevideo's water treatment plant by adding 27 percent to the 
plant's existing capacity. 


Installation of Digital Telephone Exchange Stations: In 1987, 
Administracion Nacional de Telecomunicaciones (ANTEL) plans to 
invest $60 million in the installation of digital telephone exchange 
stations provided by Ericsson of Sweden ($27 million), purchases of 
telephone cable, distribution boxes, telephones and ancillary 
equipment, as well as services of contractors to build facilities 
for the stations. A substantial portion of this funding is being 
provided long term by international agencies. 


Montevideo Coastal Sewerage System: The Inter-American Development 
Bank continues supporting the Montevideo municipal authority with 
funding for the completion of the first of two stages of the capital 
city's interconnecting coastal sewerage system, a treatment plant, 
an ocean outfall line, and studies for a similar second stage. 


Railroad Rehabilitation: The state-owned passenger and cargo 
railroad, Administracion de los Ferrocarriles del Estado (AFE), will 
be the recipient of a $32 million appropriation for the purchase of 
rail and stock. The “emergency plan" will finance the 
rehabilitation of lines considered worthwhile to keep. It calls for 
overhauling of lines with rail and hardware already available, 
reconditioning of locomotives, purchase of new signalling, 


communications equipment, and cars for hauling grain, and machinery 
for AFE's obsolete workshops. 
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Citrus Fruits, Wines, and Vegetables Projects: In the private 
sector, two projects are being implemented to improve farming output 
of citrus fruits, wines, and vegetables. One of these is the 
AZUCITRUS program which calls for the addition of 335 hectares to 
its 1,686 hectare citrus farm (oranges principally), an irrigation 
system, the purchase of agricultural machinery, a fruit packing 
plant, and a fruit processing plant for production of juice extract 
and essential oils. The Inter-American Development Bank provided 
$11 million of the $36 million total project cost. Equipment for 
the packing and processing plants is being imported from Brazil, 
West Germany, and the United States. The other major project is a 
long-term cooperative development located in Bella Union, a 
semi-tropical area in northwest Uruguay bordering Brazil and 
Argentina. The Inter-American Development Bank is providing $23 
million, the Interamerican Foundation of Washington $570,000, the 
parent company CALNU $5 million. The first is improving a large 
irrigation system for vegetable farming. It is also buying a 
quick-freeze plant for processing of vegetables for export. The 
second is also extending irrigation facilities, and the third is 
purchasing a cooling plant for table grapes. During 1988 and 1989, 
CALVINOR will also be buying a complete winery. 


Colonia-Buenos Aires Bridge: Finally, there are two major projects 
of an international nature. One is an Uruguayan/Argentine plan to 
build a bridge from Colonia to Buenos Aires as a link in the Pan 
American Highway. The other comprises an irrigation project along 
the Yaguaron river bordering southeast Brazil. Both are long term 


and political in nature but considered feasible and important to the 
three nations. 


U.S. Export Promotion Events: The only international event where 
nations and foreign firms show their products to a large Uruguayan 
audience is the annual Prado Fair usually held in August. The 
Embassy, with Department of Commerce and USIA assistance, 
participates with a U.S. Pavilion. U.S. exporters interested in 
establishing their products in the growing Uruguayan market should 
contact the Embassy's Economic-Commercial Section or the Department 
of Commerce's Uruguay Desk in Washington, D.C. (telephone (202) 
377-1495) for details. 
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